P & P: Contracts and Construction
CONTRACT ADMINISTRATION

It is the responsibility of the Managers of Field Operations and Directors of Regional Operations to ensure that all staff involved in contract administration are familiar with the policies and procedures pertaining to contracts. These are discussed in detail in the Contract Management Manual. Signing authorities for contracts and purchase orders are described in the signing authorization section of the Policy and Procedure Manual (and in the Contract Management Manual). A second signature, by an employee familiar with the work, is required for all contracts and purchase orders.

The Contract Management Manual presents information on the following key items:

1. The types of contracts (unit price, equipment rental, lump sum, purchase orders and professional contracts) and their utilization.

2. Contract requirements for each type of contract (including bid requirements, bonding, insurance and holdbacks).

3. Background information on contract law as it pertains to contracts.

4. Details pertaining to unit price agreements and equipment rental agreements, including the tendering process, bid analysis, contract documents and project management.

5. Policies pertaining to upland contracts.

6. Elements of communication and record keeping, payment methods and cost control for contracts.

7. Checking procedures.

It is the responsibility of the Manager of Field Operations, Field Office Engineers and Regional Controllers to be completely familiar with the Builders/Mechanics Lien Act and Workers Compensation requirements for their province. It is their responsibility to ensure that all appropriate staff are trained and that all appropriate rules are followed. It is the responsibility of all staff who utilize contracts to be sufficiently familiar with the Mechanics Lien legislation and Workers Compensation requirements to carry out their responsibilities correctly. Details are provided in the Contract Management Manual.

CONTRACTORS V EMPLOYERS/EMPLOYEES RELATIONSHIP

It is imperative that individuals hired to do contract work are not deemed to have an employee/employer relationship with Ducks Unlimited. Revenue Canada uses a test of the relationship based on supervisory control. Their position is that if an individual is hired on a contract basis, and receives day-to-day direction and supervision, they are considered an employee and, as such, DU is accountable for remitting the appropriate tax from pay, making EI/CPP remittances, and ensuring that the individual is covered by Worker’s Compensation. Contractors are normally responsible for all of these items. Direction to a contractor is normally carried out by specifying the work to be complete, the result expected, and the completion date.

Even though our contracts may clearly state that the individual is an independent contractor, Revenue Canada looks past the format of the agreement to the actual relationship DU has with the individual. Treating a worker as a contractor when, in fact, they are an employee, can result in significant fines and penalties levied against Ducks Unlimited. 

In order to assist with the definition of contractor versus employee, the following are general criteria to be considered:

1) Control—hours of work, assignments, etc.

2) Ownership of tools/equipment

3) Chance of profit/risk of loss 

4) Integration

For further guidance on this issue, refer to Revenue Canada (http://www.rc.gc.ca/E/pub/tg/rc4110ed/rc4110ed.html).  

If there are problems regarding definition, please consult the Regional Controller or Director of Regional Operations. They can, in turn, consult Head Office for guidance.

PROJECT OPERATION

Contractors may be utilized to operate Ducks Unlimited upland and wetland projects where their skills are appropriate and where it is cost effective to use this approach. Contracting out to simply reduce indirect costs does not imply cost effectiveness. A detailed analysis which includes real savings in staff time is required in order to determine which approach is most cost effective. In general, contracting of project operation can be cost effective when projects are located in remote areas, where either distance or quality of access requires excessive travel time, and where actual procedures are relatively simple and straight forward, such as:

a) Where beaver problems are considerable, and controls must be kept clean on a continuous basis to ensure that safety of the structure, and to eliminate flooding of surrounding lands which would impact landowners;

b) Where the intensity of management (eg. flooding control or backflood irrigation) in a large complex or cluster of projects is such that the operational workload is best handled by an individual located in the area;

c) Where a particular isolated project exists where a landowner can be contracted to monitor and operate water levels to a specific schedule and criteria.

Just as Ducks Unlimited owns a minimum of construction equipment and contracts out most machine work, it can be cost effective to contract upland enhancement and management such as where adjacent landowners may be contracted to manage vegetation on a particular upland block (eg. weed spraying), particularly in remote areas. Any upland management work which is contracted out must be closely supervised by DU staff. Management by use of controlled burning must never by done by contractors unless they have received extensive training by DU personnel and are closely supervised.

It is important to ensure that individuals awarded contract work are not really employees. (See “Contractors vs. Employers/Employees Relationship”)

CONFLICT OF INTEREST

In order to avoid actual or perceived conflicts of interest, the following guidelines must be followed:

1. The granting of contracts to relatives of DU employees should not be common practice. There may be occasions when doing so may be in the best interests of Ducks Unlimited. In these instances, bids should be received from a least two other contractors.

2. Any employee who has knowledge of confidential contract information (estimated costs, etc.) or any employee who is responsible for the bidding process on a particular contract, and is related to a private individual or an individual who works for a firm that is interested in bidding on a particular job, should advise his Manager of Field Operations, and the Manager of Field Operations will decided whether they will allow the employee to continue in the bid solicitation undertaking. Under no circumstances will employees release confidential information to contractors, and under no circumstances will a DU employee be solely responsible for awarding a contract to an individual or a firm that has individuals who are related to that DU employee. The immediate supervisor for the employee awarding the contract must approve.

3. If an employee has an interest, (silent or otherwise), in a firm or undertaking, then it is not appropriate for that firm or partner to bid on any DU work.

4. It is not appropriate for a casual employee to be hired to do contract work for DU while they are employed in that category (eg. welding).

EMPLOYEE EQUIPMENT RENTALS

In cases where it is necessary or more economical, the company may rent employee equipment. The standard Equipment Rental Agreement form must be completed in all cases. The purpose of this agreement is to avoid any misunderstanding with the employee as to the company’s responsibility.

The authorized DU representative must omit the following sections from the agreement:
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Rental payments do not require a separate invoice; use the employee’s Expense Account form.

Employees, who for their own reasons, prefer their own equipment versus that supplied by the company, use their equipment at their own risk (damage to employee equipment is not covered by company insurance) and should not receive a rental fee.

Rental for a snowmobile will be on a per day basis as approved by the Manager of Field Operations. Present day rate is $55 per day. Beyond two weeks the rate will be negotiated and approved by the Manager of Field Operations. The company will pay extra for fuel, oil and replacement of spark plugs and fan belts.

Rental for an ATV will be on an hourly basis as established by the Manager of Field Operations. Current rates are $10 per hour of use to a maximum of $55 per day. If a machine is being used for “stop and start” work throughout the day (eg. visiting several projects throughout a working day) then the maximum daily rate can be charged even though the employee is not sitting on the machine for six or more hours. However, if the machine is being used for “short time” access to a particular site then the hourly rate, based on utilization time, should be charged. The minimum charge is one hour. The rate covers all operating costs (including fuel), repair costs, all insurance and deductible costs.

Employees are responsible for carrying adequate insurance on their machine. Claims for damage to employee’s equipment are not allowed against the company insurance policy.

Employees will not be required to keep a log. The system of charging will be an honor system. Employees will charge the company for their snowmobile or ATV as part of their normal expense account procedures. The Manager of Field Operations will monitor these charges like all other expense accounts to ensure that they are reasonable.

BLASTING

Blasting carried out by DU staff is covered by the DU Canada Comprehensive Liability policy. When blasting is to be done by an independent contractor, DU should obtain a signed agreement with the contractor which absolves DU from any liability as a result of blasting. Ensure that the contractor has liability insurance. Normally, a standard Unit Price Contract should be used.

For all blasting situations the following must be obeyed:

1. All persons (staff or contractor) who are doing the blasting must have a Blasting Certificate as issued by their province. If a province does not issue a Blasters Certificate, then an equivalent of the Manitoba Blasting Certificate must be obtained.

2. All Federal and Provincial regulations regarding the storing and handling of explosives must be obeyed and all necessary permits and licenses must be obtained.

3. All persons doing the blasting work must obey all safety rules as outlined in Federal, Provincial and Municipal regulations, the CIL Blasters Handbook and any DU guidelines.

4. All other persons handling explosives must be thoroughly instructed in the proper procedures and must be under the immediate supervision of a qualified Blaster.

MATERIAL INVENTORY (WETLAND & UPLAND)

The policy of Ducks Unlimited is to purchase materials for specific projects. Purchases for inventory can be made, but only to the extent the purchases are justified on a cost basis or for emergency requirements.

Definition

There are two types of inventory. They consist of:

1. Construction Material Inventory. This includes culverts, piling, gravel, prefabs, cairns, controls, diaphragms, herbicides and fertilizer, Account 1311.

2. Seed. Account 1312.

General
1. Maintaining an inventory is costly. Cost includes obsolescence, loss of usefulness (eg. seed has a short shelf life), deterioration, damage, interest carrying charges, losses and administration.

2. Improved project costing should result from an inventory system that charges projects at the time of use and not at the time of purchase.

3. Field offices will keep records of all the inventory in their office.

4. Cost will include purchase price, freight, taxes and duties.
Counts

1. On March 31 each office is expected to physically count the inventory.

2. Annually, during the Regional Controller’s field office audit, the inventory will be counted.

3. The Internal Auditor will count the inventory during their audit.

Disposals
Disposal is any use of the inventory other than for what it was originally purchased. This includes sale, trade, transfer, etc. The disposal of the inventory is the responsibility of the Manager, Field Operations. Common sense and good judgment should always be used. All disposals require a well documented Journal Entry.

Write-Offs

Write off of inventory happens when it can no longer be used, the inventory has no value because it has been stolen, expired shelf life, etc. All write-offs require regional office approval on a well documented Journal Entry.

DISPOSAL OF SCRAP

To alleviate potential landowner problems, provide a more aesthetic appearance to completed upland or wetland projects, and to provide better inventory control, it is highly recommended that any remaining material be moved to a common storage site. This pertains to material left on sites where a project did not get constructed for some reason. It would also relate to material remaining on completed projects that could still be used in the future on other projects.

The disposal of older material, or scrap, should be in accordance with the following guidelines:

1. Burial of scrap on site is acceptable:

a) if the landowner’s permission is obtained, and

b) if the materials are not a pollution hazard (generally inert, non-flammable and non-poisonous).

2. All scrap originating from materials supplied by the contractor are his property and responsibility for disposal. Burial on-site is acceptable if #1 above is satisfied, or the material must be removed to a proper land fill site.

3. All scrap originating from materials supplied by the corporation becomes the contractor’s property and responsibility for disposal, except where items are specifically designated by the engineer as corporate salvage. These items will be hauled back to DU storage and the cost will be considered Extra Work.

4. All scrap materials regardless of origin that have a possibility of pollution (flammable, poisonous, etc.) are to be cleaned up and removed by the contractor to a properly designated landfill site.

5. Unused scrap piles of material at DU storage area should be sold every few years. Funds should be allocated to the 542 account.

Potentially hazardous materials (pesticide containers, fuel or oil products, etc.) should

be safely disposed of in accordance with provincial regulations.

